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“What will they think 
of next!” 


The date of our picture is 1909 when there were 86,419 motor vehicles on our 
roads (or one between every five hundred people!). Immense developments in 
our motor industry were obviously needed to multiply that figure to to-day’s 
total of nearly three million. Have you ever thought of the corresponding 
expansion and change in the steel industry? 

Steel has had to be made not only for the motor vehicles themselves, but also 
for the machine tools used in their production and for the refineries which 
supplied them with petrol and oil. Then there was also all the steel needed for 
railway trains and bridges, for ships and docks, for aircraft, for mines and 
skyscrapers, for a thousand and one things large and small, from power stations 
to safety pins. 


TO-DAY. An ouput of over 154 million tons is confidently looked for this 
year, evidence of the steel industry’s great efforts to meet the constantly increas- 
ing demands of exporting industries of which the motor industry is only one. 


LOOKING FORWARD. To raise capacity to 18 million tons by 1952, the 
industry, on its own initiative, started to plan before the end of the war and 
secured Government approval three years ago for expansion and development 
that will cost £240 million. That plan now = 
is half completed. HOW MUCH STEEL 
In short, for the second half of this century IN THE AVERAGE CAR? 
no less than in the first, the industry has pre- Many different kinds of steel are 
pared to anticipate and foster every demand made for the motor industry — for 
A : z crankshafts, valves, gear wheels, 
for steel from all branches of industry. ball bearings, transmission, frame, 
road wheels, body panels, and 


accessories. The average car re- 
| quires in all about a ton of steel. 
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NOTES OF THE MONTH 
The Three-Power Talks and the Devaluation of Sterling 


N the late spring of this year it became evident that the drain 
on the sterling area’s gold and dollar reserves was taking on 
dangerous proportions. ‘These reserves, which amounted to 
{664 million at the end of 1946 and {£512 million at the end of 
1947, had dropped to {£471 million by March and {£406 million by 
June 1949. Business activity in the U.S.A. had receded to some 
extent from the exceptionally high level attained after the war, 
and sterling exports to America had declined considerably since 
the beginning of 1949. It was known that the proposed amount of 
Marshall aid for 1949-50 would be smaller than in the preceding 

ir, and subsequently further cuts were made by the U.S 

mgress. Early in July the British Government announced its 

tion of reducing imports from the dollar area, and similar 
re recommended by the Commonwealth Finance Ministers 
their London meeting of 13-18 August. 

Discussions between the U.S. Secretary of the Treasury, Mr 
Snyder, and the Chancellor of the Exchequer on the balance of 
ayments difficulties of the sterling area with North America, 
nitiated in London on 8-10 July, were resumed in Washington on 

September, when the U.S. and U.K. Ministers were joined by 
Mr Abbott, the Canadian Finance Minister. The task before the 
egotiators in Washington was twofold: to devise ways of reducing 

rrent drain on sterling area reserves, and to agree on 
which North America and the sterling area should pursue 
the latter independent of extraordinary outside help by 

when Marshall aid to the U.K. would come to an end. 
Che official communiqué issued on 12 September at the close 
he Washington meeting seems, on first examination, to show 
reement on general principles rather than on concrete measures. 
)wever, since the announcement on 18 September of the devalu- 
nm of the pound and other sterling area currencies, it has 
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become clear that the negotiations were conducted on the assump- 
tion that this step would be taken. 

The short-term measures discussed in Washington were briefly: 
(1) the reduction in dollar imports into the sterling area, which 
was recognized as an unfortunate temporary necessity by the 
Americans; (2) the possibility of increased purchases by the U.S.A. 
and Canada of sterling area raw materials for stockpiling, notably 
of tin and rubber; and (3) the use of Marshall dollars for the 
purchase by the U.K. of additional categories of goods within and 
outside the U.S.A. On this point it was agreed that Britain should 
be allowed in the coming year to use Marshall aid dollars to pay 
for Canadian wheat, for which she would otherwise have had to 
pay with dollars earned through exports. The problem of 
‘solvency by 1952’ was approached from three angles: (1) the 
increase of sterling area exports to North America; (2) the making 
of further dollar economies, including some on oil transactions; 
(3) the creation of conditions in which investment would flow from 
the U.S.A. to underdeveloped countries in the sterling area as well 
as elsewhere. 

On points (2) and (3) no definite action was taken. They were 
left for further joint study. Point (2) also raised the question of 
the U.K.’s existing obligation under the U.S. and Canadian Loan 
Agreements not to discriminate against American goods. This 
obligation also threatened to stand in the way of a further liberali- 
zation of intra-European trade and non- dollar trade generally. 
There seems to have been agreement that a broader interpretation 
might in future be given to these obligations. 

As regards point (1), the most important action, which, though 
a unilateral decision not formally agreed in Washington, neverthe- 
less underlay the discussions, was, of course, the devaluation of 
sterling. This step will undoubtedly give an impetus to sterling 
area exports to America by reducing their prices in terms of 
dollars, though probably not to the full extent of the devaluation. 
But this very fact will mean that the increase in the quality of 
British exports will have to be considerable if aggregate dollar 
receipts are to be increased. An export drive of this scope requires 
special efforts on both sides of the Atlantic. What contribution 
have the Washington talks made towards facilitating such a drive? 

The U.S.A. and Canada have agreed to take steps to simplify 
customs procedure, and, within the framework of existing legisla- 
tion, to continue their policy of reducing tariffs. The U.S.A. has 
also undertaken to modify regulations concerning the use of 
synthetic rubber so as to give a wider market to Malayan rubber. 
In a more general way it was recognized that sterling area exporters 
should be given reassurance that they will be able to remain in 
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North American markets in which they have gained a place. It 
may be objected that all this does not ‘add up’ to very much, but it 
was evidently as much as could be done without legislative action 
which the American and Canadian Governments did not wish to 
initiate at the moment. 

On the British side it was recognized not only that ‘appropriate 
neentives’ should be given to exporters and costs of production 
reduced—e.g., by devaluation—but that production should be 
maintained at a high level, and the maximum amount be made 
available for export against dollars. In this connection the question 
of Britain’s sterling balances also came up for discussion. Owing to 
the existence of the balances, which resulted from payments 
nade by Britain for goods purchased in overseas countries during 
the war, the U.K. has had, in recent years, to export goods which 
she could otherwise have used to pay for current requirements, 
nd for which she now gets nothing in return. It was decided in 
Washington that this problem will have to be discussed with all 
parties concerned. 

This, very briefly, is the ground that was covered in Washington. 
Even if few undertakings were given, the talks have nevertheless 
d to a clearer understanding of the objectives towards which 

licies should be directed. 

The task before the U.K. and all other countries who have 
valued their currencies is still very great. Devaluation will bring 
ut an increase in the price of goods imported from North 
merica, which will to some extent affect the cost of living. Such 
increase must not be allowed to give rise to a general increase 
prices and incomes. Should wages and profits rise, costs of 
yroduction would go up, and if the domestic price of export goods 

‘re to rise, some of the expected benefit of devaluation would be 
Also, the danger of inflation is still present. A rise in wages 
nsequent on a slight rise in prices would bring about further 

increases, and would cause goods which ought to be exported 
dollars to be diverted to the home market. To stave off the 
ger of inflation the Government proposes to reduce its own 
penditure and to curtail investments. This will help to restrain 

| and thus make more goods available for export. 
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1 after Husnit az-Zatm 
(‘he writer who concluded the note on Syria in the May 1949 
f THE Wor.Lp Topay with a reminder of the violent end of 
r Sidqi little foresaw that ‘Field-Marshal’ (previously Colonel) 
--Zaim, who had seized power in a bloodless coup on 
, was destined to be summarily shot by a dissident mili- 
ta on 14 August. The removal of this egoistic commander 
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of an ineffectual army seems to have occasioned less regret in 
Syria itself than in Cairo, where his visit to King Farugq on 21 Apri 
had been uncannily reminiscent of those uncomfortable pilgri- 
mages that lesser mortals used to make to Berchtesgaden (cf. the 
communiqué issued from the Palace: ‘Colonel Husni Zaim wished 
by his visit to show the bonds of friendship and profound respect 
that the Syrian Government and people have for Egypt and her 
Soverign’). His departure was also deplored in the chancelleries of 
France, ‘Turkey, and Israel, all of whose policies in the past have 
been less distinguished for any benevolence towards the Syrian 
Republic and people than for self-regarding opportunism in their 
despite. 

The series of paper reforms promulgated during Zaim’s 
Hundred Days were in themselves unexceptionable. They were, 
in fact, the legislative commonplaces of every State with preten- 
sions to modernity and ‘progress’. What they ‘lacked was the third 
dimension of patient, honest, unspectacular administration which 
alone can transmute ideas into achievement. Whether, given time, 
Marshal Zaim might have created such an administration, it is 
fruitless now to speculate. During his brief dictatorship he was 
tentatively compared with Atatiirk: but when Atatiirk assumed 
political power he was able to command (and compel) co-operation, 
both from subordinates who respected him as a newly-victorious 
general and from a nation with a long tradition of serving its rulers. 
Atatiirk would probably now admit that some part of his great 
accomplishment was botched, and that an immense task still lies 
before his successors; but the man unmistakably had genius. 
Zaim, on the other hand, began with no such prestige; and - 
conduct of affairs, already visibly fumbling in April, had | 
August caused at least one responsible observer to doubt his 

sanity.’ As for loyal service, that is a quality sadly to seek in the 
Arab world, where the weeds of nationalism and materialism, 
unconsciously sown in the last century by the Western intruder, 
are rapidly choking the already sickly ethic of Islam. The result is 
that in these countries, to an even greater degree than elsewhere, 
the individual is at the mercy of the manoeuvres of power- 
politics, of government which has been generally — 
and irresolute and often self-interested and corrupt, and of 

venal and irresponsible press. His first need now is not the two- 
edged mechanical tools of civilization but the more elementary 
gift of public order, and to be left in peace to till his field or ply his 
trade. If ignorance and disease are woefully prevalent, and the 
system of land-tenure unmitigatedly ‘feudal’, these are at leas 

familiar afflictions; but if the last thirty-five years in the Middk 


1 The Times Damascus correspondent, 26 August, 1949. 
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East represent progress, then indeed, as the Arab proverb says, 
‘Hurry comes from the Devil, and slow-but-sure from the 
Merciful God’. 

This is not to suggest that Syria should, or can, stagnate; but her 
rulers and people, in common with other nations, have to re-learn 
that true progress depends primarily on the good conduct of 


affairs, which in its turn depends on a sound morality, public and 
private. 


The Background of the Hungarian Trials 
The accusation levelled against Laszl6 Rajk, former Assistant 
General Secretary of the Hungarian Communist Party, Minister 
of Police, and later, up to his expulsion from the party and his 
indictment, Hungarian Minister for Foreign Affairs, was that he 
acted for many years as a spy of the Horthy police. This fact, it is 
alleged, was revealed after the war to the American Secret Service, 
which, in turn, handed over the information to the Yugoslav 
authorities. ‘Thus Mr Rajk, under compulsion, continued his anti- 
Communist activities, plotting with ‘American imperialists’ con- 
nected with Marshal ‘Tito to overthrow the present régime in 
Hungary. Fascist forces in the western camps of Austria were kept 
ready to support a forthcoming coup. This is the gist of the story 
presented by the indictment. Moreover, the chief accused con- 
fessed to all these crimes, inculpating not only himself but also 
Ma an il ‘Tito. 
Western readers of this story, two main questions arise. 
how does it all square with Mr Rajk’s outstanding role i in 
Hungarian politics during the period from 1945 to June 1949? And 
ondly, | how was it possible ‘eet the spying practised, according 
the indictment, for almost two decades, and allegedly well known 
the police authorities of several countries, escaped the attention 
f the watchful and efficient Communist organizations? It is, to say 
least, curious that a man with such a record could be allowed 
assume a leading position in the Hungarian Communist Party 
1 the Government over a period of four years. 
Mir Rajk’s attitude as a Cabinet Minister was notoriously rigid. 
showed little awareness of the obligations involved in member- 
f a coalition cabinet, even before that coalition had become a 
e. So much so, indeed, that it was quite impossible for any 
from Under-Secretary downwards, who was not strictly 
evoted to Communism, to function effectively within Mr Rajk’s 
I try. 


First, 


[his uncompromising character also caused dissent in the 
lit Bureau. To a politician like Mr Rajk, with his rigid and dog- 
utlook, the proposals submitted by the more experienced 
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and versatile Mr Rakosi were not always sufficiently far-reaching. 
Discussions on issues of this kind may have been the cause of mis- 
understanding between the two Communist leaders at an earlier 
stage in their relationship. 

Turning to the points of the indictment, Laszl6é Rajk certainly 
had contacts with Yugoslav statesmen up to the time of the 
Cominform rupture with Marshal Tito in June 1948. Yet political 
observers are sceptical as to the continuation of these contacts 
after that event. It is, however, possible that an ambitious and 
daring man like Mr Rajk, who was, moreover, believed to have 
stronger nationalist sympathies than Mr Rakosi and his other 
lieutenants, might at some stage have become a possible rallying 
point for opposition. In an atmosphere in which suspicions and 
facts are inextricably interwoven, and where all the accused 
invariably ‘confess’, a political raison d’étre for the trial may have 
been found on the ground of forestalling future danger. Such a trial 
might also be used to demonstrate to Moscow that the present 
rulers of Hungary are ready and capable of extirpating “Titoism’. 

It was obviously not easy to prove to the rank and file of the 
Workers’ Party that Laszlé Rajk, the efficient organizer of the 
Communist police, the man who directed the 1947 elections in 
favour of the party, was a traitor. ‘The Communist masses were 
attached to him. Not long ago he was a favourite at public meetings 
second only in importance as a speaker to Mr Rakosi. It was 
therefore necessary that Mr Rajk and his accomplices should be 
vilified by charging them with the most detestable crimes hitherto 
held to be perpetrated only by bourgeois and right-wing Social- 
democrat conspirators. The discovery of the first set of conspirac- 
ies (in 1947 and 1948) was closely connected with the growing 
tension between Russia and the West. Mr Rajk and the others 
accused with him are the victims of the emergence of opposition on 
the part of a Communist Government faced with Moscow’s 
dictatorial methods. 

Much speculation has been given to the character of the 
association between Rajk and the different groups of accused. This 
does not refer, of course, to his former assistants in the Ministry of 
the Interior and in the police force. Yet there is General Palfy, 
until recently Chief of the General Staff, and formerly head of the 
political section of the Ministry of War, which, together with the 
Army, he was commissioned to reorganize on Communist lines. 
There is the former Social-democrat Paul Justus, who plotted the 
fusion of his party with the Communists. There is, further, a 
group of young journalists who worked for some years in Switzer- 
land on instructions of the Hungarian Communist Party. Is the 
prosecution of this last group a sign of the tendency to eliminate 
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sradually men who have had closer contacts with the West? 

It is noteworthy that only Mr Rajk and a few of his associates 
are involved in this first trial. His former chief lieutenant in the 
Ministry of the Interior, Dr Szebeni, and many others are to come 
up for trial later. It seems that the propaganda campaign against Mr 
Rajk, and even more against Marshal Tito, is intended to be waged 
for longer than one judicial procedure could provide for. 


Respite for Malta’s Government 

Malta’s Labour Government has weathered the storm of 
criticism at home arising out of the conduct of the recent con- 
versations in London on the island’s economic problems. On 
19 September, after a seven-day debate, Dr Boffa received a 
strong vote of confidence in the Legislative Assembly. 

Dr Boffa has always had difficulty in controlling the extremism 
ff his able Deputy Premier, Mr Mintoff. In London they both 
had long conversations at all levels with the Colonial Office. They 
made it clear that the war and (in their opinion) British mal- 
i\dministration have put the Maltese islands in a plight from which 
they cannot hope to emerge unaided. And on the whole they came 

pty away to Valletta. Their plea that Britain should continue to 

ntribute to Maltese food subsidies was turned down. Obviously 
heir demand that Whitehall should see to it that Malta got a 
» of Marshall aid could not be dealt with in London to their 
fraction. 
t the issue which caught most attention in Malta was that of 

» dockyard workers. The Admiralty had announced a scheme 

reby fifty dockers a week were to be dismissed until a total of 
welve hundred men had been laid off. Now the dockyard attracts 
best kind of Maltese labour; and the Admiralty’s plan meant 
elve hundred loyal sons of the Commonwealth deprived of the 
means of supporting their invariably large families. It is hard to 
| a new job in Malta these days. The Admiralty replied with 

- justice that it must economize, and that whereas the dock- 

rd employed 8,000 men in 1939, the number today would still be 
when the dismissals have been effected. Still, there was 

comfort for Dr Boffa in the promise he finally secured that 

should be dismissed before November. ‘The War Office 

led a welcome offer to take on a thousand Maltese as labourers 
_vyrenaica. 

Mintoff was unimpressed. He rightly insisted that the 
of the dockers was only a symptom of a much more 
lady. Once the War Damage Grants are spent—and Mr 
t has repeatedly claimed that they are too small—thousands 

families will face unemployment and near starvation. 


TY 
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This state of affairs cannot be set right with the financial resources 
of the islands by themselves, though the conservative Valletta 


weekly The Nation has observed that there is capital tied up in | 


Malta which could be put to better use. Mr Mintoff, however, 
handled his case too violently. He persuaded Dr Boffa to present 
Mr Creech-Jones with an ultimatum which threatened that if 
Malta did not receive proper consideration she would take her 
case direct to the U.S.A. or to ‘any other major country’ ready to 
give aid in return for the use of Malta as a base. This Mr Creech- 
Jones naturally rejected at once. Dr Boffa flew back to see his 
Cabinet early in August, and found that no Minister would sign 
the ultimatum as it then read. The text was therefore altered, and 
became a declaration that unless the British Government gave 
satisfaction, the Government of Malta would ask their people in a 
national referendum whether they wished to offer a base to the 
U.S.A. in return for American aid. While Dr Boffa was in Valletta, 
Mr Mintoff took it upon himself to carry on negotiations with the 
Colonial Office, but without the knowledge of his fellow Ministers, 
He stuck to the original ultimatum, and when on Dr Boffa’s 
return to London it was made plain that in this he stood alone, 
he resigned from office, with high words. Dr Boffa withdrew the 
ultimatum altogether, after Mr Creech-Jones had explained that 
its existence prevented the British Government from going on 
with the discussions. 

Thus Mr Mintoff has achieved only his own resignation—so 
far. Dr Boffa seems to have retained the support of the rank and 
file of his ph but the disaffection of a substantial minority would 
bring his Government down. This would be unlikely to lead to 
the triumph of Mr Mintoff and his friends the Ellul brothers. 
Their w ‘Ider pronouncements, their demands for a heavier income 
tax and for an expensive health service have lost them much 
electoral support of late. The ultimatum’s reference to ‘any other 
major country’ will cause more head-shakings among those people 
who already look askance at Mr Mintoff’s family tree, a is 
Russian, and who remember his libel action against a promine 
editor who called him a Communist. Weighty words will be utter 
from many pulpits, and every Maltese listens carefully to these. ‘4 
general election would be the big chance of the rightist Demo- 
cratic Action Party. 

Meanwhile the most useful suggestion made by any one is that 
Maltese labour should be employed in Cyrenaica. The creation 0! 
a ‘Greater Malta’ somewhere in Libya is not a new idea: there 
must be some such plan soon, to meet the prodigious increase in 
Malta’s population. Yet another method would be for Britain to 
assist emigration to Australia. 
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TITO’S DOUBLE 'TWO-FRONT WAR 


—_ 


+ VER since the Cominform-Tito quarrel was made public 
in June 1948, the Yugoslav Communist leaders have been 
fighting a double two-front war. It is being carried on in both 
home and foreign policy. While Minister Rankovic’s security 
police are vigilant and ruthless in suppression of Cominformist 
tendencies within the Communist Party, they have not appreciably 
relaxed their pressure on non-Communists. Relations between 
Yugoslavia and the Cominform countries could not be worse, 
short of open war, yet opportunities are seldom missed by leading 
Yugoslavs of insulting the Western ‘imperialists’ and their ‘mon- 
archo-fascist Greek agents’. ‘This tense and complex situation must 
place a heavy strain on the nerves of the Marshal and his colleagues. 
far they have withstood it. 


TITO AND THE PEASANTRY 
Already in 1945 the organization of the pre-war political parties 
was smashed. ‘The social classes which provided their leadership, 
the bourgeoisie and the old bureaucracy, have been made power- 
less by the Government’s seizure not only of factories and mines 
but of all wholesale and retail shops. The only remaining social 
basis for non-Communist opposition to Tito is the peasantry. 
he Government has long been aware of this, for the leaders of 
the Croatian and Serbian peasant parties have been more vigor- 
isly persecuted than the leaders of the old right-wing parties. 
he Serbian peasant leader Dragoljub Jovanovic was sent to 
rison for nine years in 1947 on a charge of espionage and con- 
racy on behalf of the Western Powers. The Croatian peasant 
iders are mostly in exile. The most active of those remaining in 
Yugoslavia, the former member of parliament Toma Jantikovié¢, 
vas given a ten-year sentence in 1948. The only non-governmental 
rganizations which still have some access to the peasantry are the 
rches. Since the condemnation of Archbishop Stepinac of 
-b to sixteen years imprisonment, and the flight or arrest of 
bishops and priests, the Catholic Church has operated under 
difficulties. The Orthodox Church in Serbia is slightly 
but the authorities are constantly on the watch for any 
which they could interpret as ‘political interference’ by 
priests. 
hough it is now clear that the quarrel between Tito and the 
ominform is irreconcilable, and that the Soviet threat to Yugo- 
ndependence is extremely serious, there is no sign that the 
intends concessions to the peasantry. Not only are Jovano- 
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vic, Janctikovic, and the others still in gaol, not only are the churches 
still repressed, but a vigorous onslaught is being made on the 
peasantry as a class. Through the collectivization of agriculture the 
peasants are being brought into complete subjection to the Com- 
munist State. 

From the beginning of 1949 there has been a drive for mass col- 
lectivization. At the end of 1948 there were 1,300 ‘peasant labour 
co-operatives’ in Yugoslavia. By midsummer 1949 there were 
more than 4,500. In a speech in the central Parliament on 28 May 
1949 the Minister of Agriculture, Mijalko Todorovic, declared: 
‘Not much time will pass before peasant labour co-operatives 
become the predominant form of agriculture in our villages. 
By midsummer half the agricultural land of the Voivodina 
Yugoslavia’s richest grain-producing province—was held by 
collectives. In Macedonia the proportion was 37 per cent and in 
Yugoslavia as a whole it was stated to be about 20 per cent. 


THE PACE AND SCALE OF COLLECTIVIZATION 

The pace of collectivization in Yugoslavia is comparable to that 
in the Soviet Union twenty years ago. Contact between foreigners 
and Yugoslav peasants is so difficult that no confident judgment 
is possible on popular reaction to the policy. But at least there does 
not seem to be opposition on the catastrophic scale that caused the 
Soviet famines of the early 1930s. The general reason for the 
difference is that the methods are less brutal and the changes less 
radical. 

The right of individual households to own small allotments, on 
which they may grow crops and raise beasts or poultry up t 
limits defined by law, which was only granted in the Soviet Union 
after the disaster, has been conceded in Yugoslavia from the be- 
ginning. Several types of collective farm are permitted, in some of 
which payment to members is calculated not only by the amou 
of work performed but also by the amount of land contributed by 
each family. Those in which work is the sole basis of pay are 
officially regarded as a ‘higher type’, but official policy is to ‘edu- 
cate’ the peasants by example rather than force them prematurel\ 
into farms of the ‘higher type’. 

The drive against the kulaks is also much less severe in Yugo- 
slavia than it was in the Soviet Union, or even than it is today 
in the neighbouring ‘popular democracies’. In the latter no kulak 
is allowed to join a collective farm. As interpretation of the 
word ‘kulak’ is not easy, there is much scope in these countries 
for personal vindictiveness and doctrinaire intolerance. Official 
spokesmen in both Hungary and Poland have admitted that 
abuses have occurred in the anti-kulak offensive. In the Soviet 
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Union the ‘liquidation of the kulaks’ was so conducted as to an- 
tagonize the whole peasantry in large areas, with disastrous econo- 
mic results. In Yugoslavia kulaks are not excluded on principle 
from collective farms. ‘Those who accept the rules and show that 
they are willing to observe the discipline are admitted. This policy 
is of course denounced by Cominform propaganda as a betrayal 
of Marxist-Leninist-Stalinist doctrine, and as neglect of the class 
struggle in the villages. Premature building of collective farms be- 
fore class differentiation has removed the kulak rot is, the Comin- 
formists assert, a false policy, compounded of both Trotskyist and 
Bukharinite heresies. 


THE COLLECTIVES AND URBANIZATION 

But the Yugoslav Communists are not dismayed by Comin- 
formist attacks. Their reasons for collectivizing agriculture are the 
same as those of the Soviet leaders in the ’thirties or the ‘popular 
democratic’ leaders today. ‘They need to establish a systematic 
centralized control over the hitherto scattered peasantry, in order 
to ensure regular and increased supplies of food for the rapidly 
growing cities, and regular and increased supplies of recruits for 
industry. Lacking skill and machinery, their foreign sources 
seriously reduced by the completion of the Cominform boycott, 
they must rely, even more than their ‘popular democratic’ neigh- 
bours, on the one resource which is available for the achievement 
f their Five-Year Plan—cheap, tough, unskilled labour. The sur- 
lus manpower of the villages, which in the pre-war economy was 
irce of weakness, can now be made a source of strength. 
What could be done by skilled workers with machines, must be 
ne, if there are neither skill nor machines, by several times as 
ny pairs of strong hands. But the hands must be found. Under 
of collective farms, with their managing committees 
olled by the local representatives of the Communist Party, 
itic recruitment for the factories at last becomes possible. 
1ugoslav Communists, threatened by international dangers, 
even greater hurry to complete their plan than their 
ghbours. ‘That is why they are pushing collectivization faster 

their neighbours, even than Bulgaria. 
heir policy is bound to cause discontent. Workers, peasants, 
managers are all faced with almost superhuman tasks. Few 
njoy them. But at least it is common sense to minimize fric- 
‘hat is why the Yugoslav Communists, though hurrying on 
\lectivization, are avoiding the bitterness of a war in the vil- 

against the kulaks. 

that is as far as the Government is prepared to go. The 
will be spared unnecessary brutality, but there is no 


\ 
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question of allowing any political leadership to exist that could 
provide an alternative to ‘Tito’s team. ‘There is no question of a 
compromise on the social policy designed to extract from the whole 
peasantry the last ounce of effort in the economic plan, which 
alone, in Tito’s view, can secure the independence of Yugoslavia. 


POLITICAL DICTATORSHIP 

It is a profound mistake to underrate Tito’s devotion to Com- 
munism. Tito is as convinced as his opponents in Moscow that 
‘Marxism-Leninism’ provides a ‘scientific’ answer to all human 
problems. His hatred and contempt for the ‘bourgeois imperialist 
West’ are as profound as those of his former masters. He is no 
more grateful to the British, who helped him out of several tight 
corners in 1944, than are the Soviet leaders for the supplies or the 
war effort of the United States and Britain. He merely believes 
that he and his advisers, with their knowledge of their own 
country and people, gained during the four years of national and 
civil war, know better than the experts of the distant Kremlin 
how to apply the ‘science’ of ‘Marxism-Leninism’ to Yugoslav 
conditions. This, and a native Yugoslav pride that prevents them 
from making continuous ceremonial kowtows before the majesty 
of any foreign despot—even if he rules over Mother Russia—, is 
all that divides the Yugoslav and Soviet leaders. But this division 
is enough to cause mortal enmity. 

Meanwhile Tito knows that his non-Communist opponents 
dislike his régime less than that of the Cominform. Therefore he 
believes that he can exploit their patriotism without paying any 
political price for it. His policy resembles that of Colonel Beck 
in Poland in 1939, or King Carol II of Rumania in 1938-40, or 
Schuschnigg in Austria before the Anschluss. The last parallel is 
perhaps worth exploring. Schuschnigg’s ‘Fatherland Front’ had 
a political monopoly. Its ideology was a kind of fascism. It ex- 
tolled German culture. It persecuted Austrian democrats and 
socialists. Yet it tried to fight Nazi Germany. In practice, the 
Fatherland Front provided an excellent camouflage for the agents 
of the Nazis. Behind a smoke-screen of fascist phrases and verbiage 
about German culture, these agents prepared their treason against 
Austria. One of their main tasks was to prevent any improvement 
of Austria’s relations with Czechoslovakia or France, her natural 
allies against Germany. They denounced as ‘Reds’ any Austrian 
patriots who suggested such a change in foreign policy. So great 
was the horror felt by Schuschnigg and his friends towards ‘Reds’ 
that mention of the word. made them tremble. What the crypto- 
Nazis could do in Austria under Schuschnigg, the crypto-Comin- 
formists certainly have a good opportunity to do in Yugoslavia 
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today. Behind a smoke-screen of ‘Marxist-Leninist’ phrases and of 
enthusiasm for Slav culture, they too can prepare treason. The 
complete monopoly of expression assured to ‘Marxist-Leninist’ 
ideas is of obvious value to them. And they can denounce as a 
‘reactionary’ any Yugoslav who suggests better relations with the 
West or with Greece. For the sound of the word ‘reactionary’ 
causes the same shiver of horror to the Yugoslav leaders today as 
the word ‘Red’ caused in Schuschnigg’s Austria. 


ELEMENTS OF WEAKNESS 
\[aintenance of a Communist dictatorship, directed with equal 
ruthlessness againts non-Communists and Cominformists, is 
clearly ‘Tito’s intention. And as long as no organized opposition 
exists, and Yugoslav patriotism can be exploited in resisting Soviet 
ind Cominform pressure, the policy can be justified on grounds 
f expediency. But there are two unknown factors which should 
taken into account. 
(‘he first is the morale of the people. One may support the lesser 
rainst the greater evil, but one does not fight for it with the same 
levotion as for a cause which one feels to be one’s own. In its 
present danger, the Yugoslav Government needs more than passive 
support. Serbian and Croatian nationalism, Catholicism and 
Orthodoxy and Islam, peasant discontent and the desire of com- 
nm men and women for freedom of speech, all these things can 
e kept down by force, but they cannot quickly be removed from 
ople’s minds. They are still there, and they are still influential. 
[hey lower morale, introduce confusion, and hamper unified 
port for the Government against the external threat. It is a 
ort-sighted form of ‘realism’ which ignores this aspect of 
slav affairs. 
second unknown factor is the Cominform fifth column. 
id indeed be surprising if within the Yugoslav Communist 
id especially among its older and more devoted members, 
re were not doubts and disaffection. There must be some who 
pathize with Cominform, and more who, without necessarily 
‘reeing fully with Cominform, passionately desire, and still 
possible, a reconciliation with Moscow. ‘To entertain among 
ents of the Yugoslav Communist Party the illusion that 
iliation is possible is as essential for Moscow as, for instance, 
‘intain the illusion among a section of West European 
lists that friendship and co-operation between Socialists 
mmunists is still possible. The extent of the fifth column— 
formists and ‘Cominformist fellow-travellers’—within 
lav Communist Party is by no means clear. Especially 
of the security police (UDB), which was recruited 
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during and after liberation from fanatical ‘Marxist-Leninists’, 
Hitherto its chief Rankovic (a target of Cominform denunciations 
second only to ‘Tito himself) has kept it loyal. It does not follow 
that the future may not hold unpleasant surprises. 


YUGOSLAVIA AND THE WEST 

Western friends of Yugoslavia must note these two weak- 
nesses of the present régime. Western democrats would naturally 
like on general grounds to see some relaxation of the dictatorship, 
But here is a question not only of ideological sympathy but of 
national security. Internal discontents, low national morale, and 
Cominformist infiltration are serious dangers. The Western 
Powers, when considering whether to help Yugoslavia, must ask 
themselves these questions: ‘Is this régime capable of resisting’ 
Will our help be used to make its resistance more effective? 
American experience of Kuomintang China is a warning. 

Certainly, if Yugoslavia is capable of resisting, then there is a 
strong case for helping her. ‘The Western Powers are not especial; 
concerned with her internal régime as such. It is her independence 
that they wish to see safeguarded. But measures to safeguard her 
independence must take into consideration the internal strains 
and stresses to which the régime is subjected. 

Obviously an independent Yugoslavia is preferable to a Comin- 
formist Yugoslavia. Yugoslav independence pushes the Soviet 
threat well back from the Mediterranean at most points, and has 
already relieved the pressure on Greece. If Yugoslav independence 
is valuable to the West, it is also—once Moscow has irreparably 
antagonized Tito—a nuisance to the Soviet Union. The most sensi- 
tive spot is, of course, Moscow’s lonely Adriatic outpost and most 
backward European colony, Albania. The ports which control 
the eastern shore of the Straits of Otranto could be of great value 
to the Soviet Union, provided they were linked by land communi- 
cations with Bulgaria. The obstacles are not only the poor roads 
and elementary railway development of Albania—these can, and 
by ruthless labour conscription no doubt will, be remedied—but 
the separation of Albania from Bulgaria by Yugoslav and Greek 
territory. 

Macedonia, indeed, is coveted not only by Bulgaria but by the 
Soviet Union. Control of Macedonia is vital for Soviet access 
not only to the Aegean but also to the Adriatic. The U.5.5.R 
and Bulgaria have both long-term and short-term aims for both 
Yugoslavia and Greece. The long-term aims are a Communist 
Greece including Crete, Cyprus, and Eastern Thrace, and a ‘Sout! 
Slav federation’ controlled not from Belgrade but from Sofia, a nev 
Bulgarian empire within which the Yugoslav State as it has ex- 
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isted since 1918 would disappear altogether. But the short-term 
aim for both Sofia and Moscow is the detachment of Macedonia 
from Yugoslavia and Greece. As the Greek rebels meet with in- 
creasing difficulties, and the isolation of Albania becomes more 
dangerous, action in Macedonia becomes more urgent. But parti- 
san or komitadji warfare by Macedonian guerrillas is not a threat 
that would cost ‘Tito his night’s sleep. Yugoslavia has thirty years’ 
experience in repression of komitadjis, and Tito’s methods are 
more ruthless and more effective than those of the late King Alex- 
ander. An invasion by the Bulgarian army, even if it were joined 
by the Hungarian and Rumanian forces, could be repelled. A 
Soviet invasion would have unpredictable international conse- 
quences. 


H. S.-W. 


TECHNICAL ASSISTANCE FOR 
BACKWARD AREAS 
AN INTERNATIONAL PROGRAMME 


HE development of the economically backward areas of the 
world has been one of the main purposes of all the colonial 
expansions of history. It has been the basic aim of the worst as well 
s the best pioneering efforts, now often branded as imperialist 
exploitation. In the twentieth century the idea of economic 
evelopment has inevitably taken a new form, for the old type of 
economic exploitation is no longer politically expedient or morally 
istifiable. 
l'‘oday, moreover, the highly developed countries are no longer 
erely seeking the raw materials of wealth; they have other more 
mplex aims. ‘They have, as never before, a stake in the peace and 
rder of the entire planet. They must, therefore, promote in the 
t backward areas of the world the political and social stability 
ch can only come from increased prosperity. Great industrial 
also need developing markets to absorb their huge and 
r-increasing output. ‘These markets can only be provided by the 
development of backward territories. 
or the age of the old imperialism is over. Politically it is being 
rseded by the evolution of new independent nations, often 
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modelled on the institutions of their former imperial rulers. Where 
this process has been unduly delayed great dangers of political 
and economic chaos now exist. Where timely action has been taken, 
the new, independent institutions show « healthy political vigour. 
But in the economic sphere the old order has not been so promptly 
replaced. On the one hand, the developing countries are faced by 
increasing demands from their awakened populations for pros- 
perity and social security, without having the technical skill or 
resources to meet these demands. The new governments must make 
good their claim to serve their peoples better than their former 
rulers. On the other hand the highly developed countries con- 
stantly need new markets. ‘They will also be seriously threatened 
by the political disorders that may now so easily be fomented in 
the great backward areas of the world, if conditions of poverty and 
oppression continue to exist. Thus the challenge of economic 
development is common to all free nations who wish to preserve in 
prosperity the democratic form of government. 


THE NEED FOR AN INTERNATIONAL PROGRAMME 


It is in this context that an international programme of tech- 
nical assistance for economic development, carried out through the 
United Nations and its specialized agencies in accordance with the 
principles of the United Nations Charter, may provide the best 
long-term insurance against world political disorder and economic 
chaos in the future. International action, apart from its advantages 
as a means of using the experience and resources of many countries 
in tackling what are often regional and sometimes even world-wide 
problems, has notable advantages from the point of view of the 
under-developed countries themselves. The exploitation and 
abuses so frequently associated with development in the past have 
left a legacy of distrust, which often hampers the introduction of 
new techniques into the less advanced areas. The best remedy for 
such distrust is to provide assistance in ways clearly directed 
towards the achievement of a fuller and better life for the peoples 
of the recipient countries. Their confidence and co-operation is 
likely to be given most freely to an international programme in 
which they can play their part alongside the economically advanced 
countries. 

The provision of technical assistance for economic development 
is not in itself a new idea. Technical assistance has been provided 
on a limited scale by highly developed countries in less developed 
areas for many years, both under bilateral arrangements and 
through the channels of private enterprise. Since the second World 
War the provision of various forms of technical assistance has also 
been one of the principal functions of the specialized agencies 0! 
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the United Nations. At its 1948 session in Paris the General 
\ssembly of the United Nations (in its Resolution 200 [III]) 
authorized the Secretary General, in co-operation with the 
specialized agencies, to expend a very limited sum of money to 
meet the requests of Governments for technical assistance in 
various ways. These included the organization of international 
teams of experts to advise on economic development, the arrange- 
ment of training facilities at home and abroad for experts and 
technicians from under-developed countries, and assistance to 
Governments in obtaining personnel, equipment, and supplies. 
[hus considerable attention has already been given to the subject, 
iithough in the international sphere the financial resources so far 
available have been small. 


PRESIDENT TRUMAN’S INITIATIVE 

[he whole question of technical assistance was brought 
forcibly to the attention of the world by President Truman in the 
fourth point of his inaugural address on 20 January 1949, in which 
he proposed a ‘bold new programme for making the benefits of our 
scientific advances and industrial progress available for the im- 
provement and growth of under-developed areas’. He went on to 
say: ‘Our aim should be to help the free peoples of the world, 
through their own efforts, to produce more food, more materials 
for housing, and more mechanical power to lighten their burdens. 

This should be a co-operative enterprise in which all nations 

rk together through the United Nations and its specialized 

ncies wherever practicable. It must be a world-wide effort for 

the achievement of peace, plenty, and freedom.’ This statement 

caused much speculation not only in under-developed countries 

nd in international organizations, but also in Washington, and its 
xact import is only now beginning to become clear. 

Following up President 'Truman’s initiative, and on the insti- 
gation of the representative of the United States, the Economic 
and Social Council of the United Nations on 4 March 1949 adopted 

resolution requesting the Secretary General to prepare a report 

r the ninth session of the Council setting forth: 

\ comprehensive plan for an expanded co-operative programme 
hnical assistance for economic development through the United 

Nations and its specialized agencies, paying due attention to questions 

1 social nature which directly condition economic development; 

2. Methods of financing such a programme, including special bud- 


1X 


Ways of co-ordinating the planning and execution of the pro- 


1 result of this resolution, the Secretary General, in con- 
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sultation with the executive heads of the International Labour 
Office, the Food and Agriculture Organization, the United Nations 
Educational, Scientific, and Cultural Organization (UNESCO), 
the World Health Organization, the International Civil Aviation 
Organization, the International Bank for Reconstruction and 
Development, the International Monetary Fund, and the Inter- 
national Refugee Organization, prepared a report which was con- 
sidered by the Economic and Social Council at its ninth session 
in Geneva. 

The Council recommended for the consideration of the General 
Assembly a plan under which the Secretary General would set 
up a special fund for technical assistance and would invite all 
Governments to contribute. The machinery for administering the 
programme of technical assistance thus financed would consist of a 
Technical Assistance Committee of the Economic and Social 
Council, which would sit between sessions of the Council, and a 
Technical Assistance Board composed of representatives of 
participating organizations and served by an Executive Secretary 
appointed by the Secretary General. The Technical Assistance 
Board would examine the annual programmes of each participating 
organization and make recommendations to the Council. Should 
it fail to agree on any question it would refer the question in 
dispute to the Technical Assistance Committee of the Council for 
decision. ‘This plan is to be considered by the General Assembly 
at its fourth session now in progress. It may then be possible 
to make a rough estimate of the size of the contributions that may 
be available. 

In the absence of precise information either as to the size and 
nature of contributions to the technical assistance fund or of the 
exact needs of the recipient countries, the Secretary General’s 
report to the Council gives a comprehensive summary of the kind 
of work that can be done by international organizations over an 
extended period of time on questions of technical assistance. 


CONDITIONS FOR SUCCESS 
The process of economic development is long and slow, and 


results can be expected over periods of decades rather than of 


years. The provision of technical assistance in all its forms is only 
the first half of this process, the second half being capital invest- 
ment for which technical assistance has created suitable conditions. 
It is unlikely that more than a small part of the capital thus in- 
vested will come through international channels. 

The success of any technical assistance programme will depend 
very largely on the efforts of the recipient countries themselves, for 
there is no intention of producing economies permanently run from 
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outside by foreign experts. It is important to remember that 
economic development is not, and cannot be, an isolated pheno- 
menon, but is the product of simultaneous development in many 
fields. ‘Thus balanced development, which is the objective, will 
,ave far-reaching consequences on all aspects of life and govern- 
Economic development not only makes possible, but also 
mands, higher standards of nutrition, health, and education. 
[he social consequences of uneven or ill-advised development may 
be disastrous, particularly where it serves merely to increase the 
vealth and power of a small section of the population. 

[t is here that the attitude of Governments of recipient countries 
vill be most important in establishing the internal conditions on 
which sound development depends. Obsolete and oppressive 

stems of land tenure and inadequate credit and marketing 

ties may retard agricultural development. A stronger and 
more efficient public and private financial structure and an over- 
haul of government fiscal policies is essential in many countries. 
(he expansion and strengthening of other governmental activities 
will also often be needed to protect the lawful interests of the 
people in changing social circumstances. Extensive changes will 
be necessary, too, in the attitudes and habits of the people. Workers 
or new industries will come from families which have lived on the 
ind for centuries. The comparatively wealthy must be prepared to 
nvest in new productive enterprises and not merely to hoard their 
vealth in land, precious metals, or commodity stocks. ‘Traditional 
‘thods of cultivation and handicraft must often be modernized, 
nd new crops and breeds of livestock be introduced. The inevit- 
le social and psychological strains thus caused can best be eased 

1 wide understanding of the development programme itself 

ong those whose interests it affects. 

[t is also vital that development in each country shall meet the 
éeds and potentialities of that country and not force it into unsuit- 

le or alien economic patterns, nor, by over-development of one 


= 


lar aspect of economic life, produce dangerous social 


ems 


rti 


\nother crucial consideration is the availability of suitable 
, in particular from highly developed countries. Quality is 
n more important than quantity, for unsuitable technical ad- 
riven at a critical stage in a development programme may 
linously costly or worse. If competent personnel are to be made 
ilable in sufficient numbers, the full co-operation of univer- 
technical schools, foundations, and research institutions will 
lired, especially until the programme begins to produce its 

p of experts. 
ly, continuity is vital to a programme which can only begin 
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to prove its value over a period of many years, and the waste and 
dislocation entailed in abandoning it half-way would be very great. 
As against this, it should also be said that the success of the pro- 
gramme will depend to a great extent on the early achievement of 
practical results. 


GENERAL PRINCIPLES GOVERNING THE PROVISION OF 
TECHNICAL ASSISTANCE 

No uniform, detailed terms on which international technical 
assistance should be furnished have yet been formulated. But the 
General Assembly of the United Nations has already defined cer- 
tain general principles governing the entire collective effort of the 
organization and its specialized agencies in this field, of which 
the following are the main points. ‘The kind of service rendered to 
each country shall be decided by the Government concerned. 
Technical assistance shall not be a means of foreign economic or 
political interference in a country’s internal affairs, and its provision 
shall not be influenced by political considerations. It shall be given 
only to or through Governments. The receiving Governments 
themselves will undertake to provide the sustained effort required 
for successful development and will progressively assume respons- 
ibility for the operating programmes, listen to advice given, and 
generally co-operate with and support the organizations giving 
technical assistance. 

The range of possible activity in providing technical assistance 
is very great. The under-developed areas themselves are so exten- 
sive, their problems so great, and their potentialities so diverse, 
that only the most summary idea can be given of the possibilities. 
A few general facts give some indication of the size of the problem 
and of the need for initiative on a global scale. The average income 
of more than half the world’s population is less than {£25 a year. 
The average output per person achieved in backward areas is less 
than one-tenth of that achieved in agriculture in the more advanced 
States. The average life-expectancy is generally half as long as in 
highly developed countries. Illiteracy is widespread in most under- 
developed areas, and the level of education will not support sound 
economic development. Thus, although technical education must 
have a high priority, and soil conservation and improved agricul- 
ture may be the first step towards a prosperous economy in almost 
all under-developed countries, progress will depend on parallel 
advance in more basic fields, such as health and elementary edu- 
cation. Similarly, at a later stage a programme of industrialization 
and diversified agriculture will depend to a great extent on the pro- 
vision of power and transport. It is for this reason that the 
whole family of United Nations organizations and agencies 1s 











Ww 
Wi 
as 
ta 
tir 
at 
dt 
Sp 
co 
So 
m 
de 
fre 
jee 


te 
co 


ob 


sn 
sc 
be 
th 


ori 
We 
po 


lay 
joi 
all 
up 
ini 
ha 
in 

fle 
by 
pe 








TECHNICAL ASSISTANCE FOR BACKWARD AREAS 431 


and must be intimately concerned with a programme of technical 
assistance. 


FORMS OF TECHNICAL ASSISTANCE 


in the following paragraphs examples will be given of the type of 
work which each organization expects to do. But first it will be 
worth giving a summary of the main forms which the technical 
assistance operations of most of the organizations are expected to 
take. These forms include advisory missions, direct help in opera- 
tional activities, provision of opportunities for training at home and 
ibroad, practical demonstration of modern techniques, and in- 
dustrial research. Advisory services may be requested for one 
specific aspect of economic life or for a general assessment of a 
country’s human and material resources. Training of technical per- 
:nel at all levels will be one of the most urgent tasks, and at first 
rr of this training must be done abroad until the necessary 
domestic facilities have been developed. Demonstrations, ranging 
from those executed by a single person to highly complicated pro- 
jects involving a sizeable productive undertaking, have already 
proved a most useful method of training. The adaptation of modern 
technology to meet the more restricted needs of less developed 
countries in the most efficient way is often necessary, and this 
bject can best be achieved through pilot plants where the neces- 
ry research on suitable processes and machines can be done and 
small scale productions started. Finally, the dissemination of 
ientific and technical information will ensure that advantage can 
aken in the under-developed areas of recent developments 
ighout the world. 


HE ROLE OF THE U.N. AND ITS SUBSIDIARY ORGANIZATIONS 
Che United Nations itself is responsible for the general co- 
ition of any international technical assistance programme, as 
s for certain more specific fields, such as industry and trans- 
hich are not at present covered by any specialized agency. 
purposes of co-ordination and the avoidance of over- 
ing, it is intended to set up at United Nations headquarters a 
t board for all the participating organizations which will review 
juests for and projects of assistance. This board may also set 
he comprehensive missions that may be required to make 
| surveys of the needs and potentialities of a given area, for, as 
lready been pointed out, the solution of immediate problems 
ler-developed areas may often depend on progress in a wider 
nd thus balanced development will usually be best achieved 
nprehensive plan based on a realistic assessment of pros- 
nd the acceptance of certain priorities. Few backward 
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countries are themselves equipped to make such an assessment, and 
the existing facilities of the United Nations and its agencies can be 
used for this purpose on a co-ordinated plan. It should be remem- 
bered iat a country preparing for future development must take 
into account not merely its own resources but also the state of 
world trade and the plans of other Governments. It must consider 
the present and prospective world demand for its products and the 
related production plans of other countries. Here the various 
United Nations organizations are particularly well qualified to give 
advice and assistance. 

While discussing the role of the United Nations itself, it should 
be said that there are, at present, differences of opinion as to the 
best method of financing an international technical assistance pro- 
gramme. These different suggestions range from completely cen- 
tralized financing through a common fund administered by the 
United Nations, to completely decentralized financing, with each 
specialized agency responsible for obtaining and spending the 
budget for its own technical assistance programme. It seems 
probable, in the light of recent discussions at Geneva, that con- 
tributions will be made to a central fund, a large portion of which 
will be automatically allocated to the participating agencies. 

The more specific activities of the United Nations will be largely 
a development of what is already done under the resolution of the 
General Assembly mentioned above. Perhaps the most important 
of the fields not covered by any specialized international agency is 
that of manufacturing and extractive industries, where the appli- 
cation of modern techniques may not only increase the supply of 
raw material for the expansion of domestic industry but also pro- 
vide the exports needed to finance the external needs of this 
expansion. In this connection scientific and industrial research on 
selected problems of critical importance to the country concerned 
may be of the greatest value. For example, there appear to be great 
possibilities in the industrial uses of tropical vegetation. Bamboo, 
mangrove, and other profusely-growing tropical plants can almost 
certainly be used successfully to make wood-pulp and _ textiles 

Tropical substitutes for petroleum and other fuels are also an 
important but untried possibility. Regional research centres would 
play an important part in these and similar experiments, of which 
the most suitable would then be carried forward in pilot plants and 
demonstration projects, and ultimately in fully-fledged productive 
undertakings. 

The lack of mechanical power, which is a great obstacle to indus- 
trial development in many countries, may also often be largel\ 
overcome by the effective use of natural resources, such 
minerals, water, and even wind, and their suitable use may be 
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linked with the solution of other problems such as flood control, 
soil erosion, the provision of urban water supplies, and the im- 
provement of inland water transport. The improvement of trans- 
port and communications is also a field in which a relatively small 
outlay in expert advice and demonstration may produce large 
results. The construction of low-cost transport facilities, such as 
rural roads, will immediately result in increased food supplies in 
urban areas and the supply of incentive goods to agricultural areas, 
in the increased mobility of rural labour, and in the spread of new 
ideas, thus preparing the way for capital investment in more expen- 
ive improvements such as railways and harbours. 
[he United Nations already provides assistance to Governments 
rv improvement of governmental administrative services, par- 
arly in such matters as the collection and analysis of statistical 
| economic data and in the formulation of economic and fiscal 
policies and investment plans. Such measures, aimed at establish- 
ing the economic and social climate essential for the promotion of 
economic development, will be an important part of the United 
Nations programme. 
Finally, under-developed countries may need help in adjusting 
the needs of economic development to the traditions and customs 
f their people. Social development is an important part of success- 
ful ec wal development. Advice on population problems, social 
velfare services, housing, public morale, etc., may well be neces- 
ry if economic development is to be a blessing rather than a 
e. International organizations, able to draw on the experience 
all their members, are well qualified to give advice in these 
itters 


FOOD, AGRICULTURE, AND LABOUR 
under-developed countries, 50 to 75 per cent of the 
pulation is engaged in food production, but the food supplies of 

of these areas are notoriously inadequate both in quantity and 
ality. The increase of indigenous food supplies and of agri- 
ral and forestry products, both for internal consumption and 
export, will, therefore, always form a fundamental part of 
hemes for economic development. The Food and Agriculture 
inization is the primary agency in this field, although its work 
require the co-operation of several of the other agencies. 
return for a relatively small financial outlay, agricultural 
rovement offers vast possibilities. Often quite simple improve- 
methods of husbandry, such as the provision of more 
tools and the use of better seed and fertilizers, would 
it important changes. It is conservatively estimated that 
stock production could be increased by 25 per cent in ten 
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years through selective breeding. Control of animal diseases and 
better feeding could have similar results. For example, rinderpest, 
the major livestock disease of Africa and Asia, which accounts for 
the loss of two million cattle annually, could now, given co-opera- 
tion in the areas concerned, be stamped out by the use of vaccines. 

Better use of available resources can also cause a large increase in 
agricultural products. At present, insects, rodents, and fungi 
destroy annually about 30 million tons, or 10 per cent, of the 
annual world crop of stored grains and edible legumes, an amount 
sufficient to feed 150 million people. These losses can be vastly 
reduced by known and comparatively simple methods. Hundreds 
of similar examples could be given in connection with forestry and 
fisheries, where higher and more profitable yields can be obtained 
by more efficient methods and by the intelligent use of by-products. 

An essential complement to agricultural improvement is the 
expansion and diversification of non-agricultural industries. Such 
a development will raise productivity, living standards, and 
stability by increasing the diversity of the economy, allowing more 
efficient use of resources, and facilitating capital formation. Such 
results will reduce the vulnerability of under-developed countries 
to world economic fluctuations caused by variations in the world 
demand for primary products, and will itself provide expanded 
domestic markets and incentives for increased production. 

The technical side of this development has already been referred 
o. Improved conditions of life and labour are an equally important 
aspect of the problem, since they are both a prime objective of 
economic development and a means to its achievement. No 
development plan in the twentieth century can ultimately succeed 
without a skilled and healthy force of workers co- operating fully on 
new tasks, in the knowledge that they are promoting the welfare of 
their own families. 

The International Labour Office is, and has long been, con- 
cerned with this problem on a limited scale, and will have a vital 
part to play in any new international plan of development. ‘The 
activities of the I.L.O. cover the whole field of labour conditions 
and relations. The relation of economic development policies to 
labour income and employment; training and migration (in co- 
operation with the I.R.O.); industrial relations, including the 
backing for settling industrial disputes; wage policies; industrial 
safety; occupational health (in co-operation with the World Health 
Organization); labour legislation; social security; agricultural and 
maritime labour problems; technical advice on specific industrial 
and social problems of certain populations, all are included within 
its scope. In addition the I.L.O. is active in the solution of the 
specific labour problems of different countries. In co-operation 
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with Governments and with other specialized agencies, the I.L.O. 
will thus play an increasing part in all development schemes. 
Improved transport facilities have already been mentioned. Air 
transport, with its ability to cross natural obstacles, is particularly 
important in under-developed countries in giving access to natural 
resources and in linking widely scattered centres of population 
economically, administratively, and politically. Similarly, it can 
bring any country into close connection with world economic 
centres. The International Civil Aviation Organization is well 
qualified in this field to give assistance on aviation problems, aero- 


dromes, organizational and operational standards, and the training 
f personnel. 


HEALTH AND EDUCATION 
\ prerequisite of any large-scale economic development in most 
under-developed countries is the raising of the standard of health. 
This, in the international field, is the function of the World Health 
Organization. Health problems impinge on many of the possible 
projects that have already been mentioned. For example, an im- 
provement in the rice yield, beneficial as this would be, cannot 
achieve its full effect in areas where the planters and harvesters are 
incapacitated by malaria, a disease which affects about 300 million 
people each year, causing 3 million deaths and a work loss of 20-40 
days each among the survivors. Irrigation and drainage projects are 
tly attected by schistosomiasis, which is contracted from pol- 
ted water. Such diseases are prevalent in wide areas of Asia, 
\frica, and the American continent, and in the Middle East 
is estimated that go per cent of the rural population are 
fected. ‘hese and other diseases—typhus, relapsing fever, yellow 
r, plague, cholera, dysentery, enteric fevers, parasitic diseases, 
ill pox, venereal diseases, and diphtheria—can be controlled 
even eliminated by known methods, such as insecticides, pro- 
tection of water supplies, and the use of vaccines. ‘The knowledge 
wailable, if there can be organization for implementing it. 

‘he areas of the world which have the best health also have the 
ghest productivity; large investment in the health of the people 
in essential part of successful economic development. But 
lts cannot be obtained without long-term health programmes, 
ough confidence in these programmes must be established 

, primitive peoples by spectacular initial successes. 
even greater difficulty in the maintenance of such pro- 
is the laying of a sufficient foundation of fundamental 
n, whereby the indigenous populations may acquire suf- 
nowledge and skill to perform even the simplest functions 
health programme. This problem also affects improve- 
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ment in all the fields of development already mentioned. The prob- 
lem of fundamental education, more far-reaching than the mere 
abolition of illiteracy, is one of the principal concerns of UNESCO, 
which has given the matter intensive study and is developing 
techniques whereby a foundation can be laid for the acquisition of 
the requisite knowledge and skill. 

Advice and assistance will also be required and can be made 
available in the setting up of whole systems of technical education 
both within under-developed countries and outside them, and 
in their integration with suitable industries. 

The backing of economic development by research is also a 
primary concern of UNESCO, in co-operation with other agencies, 
Scientific progress can best be maintained by the establishment of 
research and liaison centres in under-developed areas, which will 
serve to keep scientists in these areas in touch with recent develop- 
ments throughout the world. There are large areas of the earth 
which have common scientific problems. The problems of the arid 
zones, the tropical humid zones (e.g. the Amazon basin), and high 
altitude plateaux such as the Andes and Himalayas can most 
efficiently be studied on an international basis by a pooling of 
knowledge and resources. UNESCO has already initiated some 
work on these problems. 

Migration, and in particular the immigration of skilled workers, 
although unlikely to be as important in the twentieth century as it 
was in the nineteenth, can still make a substantial contribution to 
the development of relatively under-populated countries. Under 
modern economic and social conditions successful migration either 
for employment or for settlement requires very careful planning 
which can best be done by international organizations. ‘The 
International Refugee Organization is the special organ in this 
field, which also concerns the I.L.O. 


IMMEDIATE AND LONG TERM PROSPECTS 

At the time of writing the final decision on the exact method of 
financing and implementing this programme is still to be made. 
It seems likely that its beginnings will be financially modest. It 
may have, in its first year, a sum of the order of $15 million to 
spend. Experience of large-scale international operations must 
be gained gradually and cautiously if serious blunders are to be 
avoided. Indeed, it may be best to start with only one or two 
large projects and a few small ones, and so gain the necessar) 
experience and public confidence. A start might well be made, for 
example, on a river valley development project in the Middle 
East, which would serve to meet some of the most urgent political 
problems which now afflict that vital area of the world. Such a 
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project, if successful, would also be invaluable in giving experience 
to the international organizations and in giving confidence to the 
peoples in other under-developed areas in plans that may affect 
them in the future. 

This outline can only give the most superficial sketch of a 
programme, the problems of which are as complex as its possibi- 
lities are boundless. ‘The maintenance of such a programme on an 
international basis will be especially difficult in its early years, 
since it will be able to show few quick results, and it will inevitably 
cause disappointment to many peoples who, deluded by the re- 

nding phrases often rashly used, expect immediate and inesti- 

able blessings. ‘The project will certainly be attacked and possibly 
sabotaged by all kinds of vested interests both within and outside 
the under-developed areas. It has already been assailed as a new 
id ingenious form of colonial exploitation. From other directions 
come the rumblings of the perennial accusation of loose inter- 
national spending and acclamation of the greater merits of private 
national enterprise and initiative. 
None of these difficulties will be new to those who have had 
experience of international projects. It is likely, none the less, that 
the programme will stand on its own merits and progress from 
modest pe. with gathering momentum. Such a programme, 
ively and efficiently run under the auspices of the world 

tion, might well be a decisive step in balancing the world’s 
economy y oni in the settling of the mass political and social unrest 
h now threatens the future of organized society. Should such 
rramme get into its stride, it might eventually become pos- 
for the international community to anticipate the great his- 
rical developments of power and population which have hitherto 
nded to catch humanity unawares, and to take steps to deflect 
to peaceful development the dangerous forces thus engendered. 

h a prospect is still very far off in the future, for the most 
lementary obstacles have yet to be overcome. It is now certain 

that with good faith and sustained effort on the part of all 
se concerned, great good can accrue from such a programme 
he world as a whole. 


— 


E. B. 








SWEDEN TODAY 


SOME PROBLEMS OF INTERNAL AND 
FOREIGN POLICY 


N the autumn of 1948 Sweden had its first post-war general 

election. During the years immediately preceding it the 
growing popularity of the Liberal (People’s) Party had led to the 
belief in some quarters—especially abroad—that this party 
might wrest so great a number of seats from the Social Democrats 
as to force them to form a coalition Government, either with the 
Liberals, or with the Farmers’ Party, or with both. The results of 
the election therefore came as something of a surprise to sup- 
porters of this theory. The Liberals certainly gained a large 
number of additional seats, but mainly at the expense of the 
Conservatives and the Farmers’ Party, while the Social Demo- 
crats were confirmed as the largest single party in the House. 
Admittedly they were in a slightly less stable position in the 
Second Chamber than hitherto, but they continued to enjoy a 
secure majority in cases of a joint vote of both Chambers, such as, 
for example, on questions of finance. The new Riksdag presented 
the following picture (figures for previous Riksdag in brackets): 


Social Democrats 112 (115) 
Conservatives 23 (39) 
Liberal (People’s) Party 57 (25) 
Farmers’ Party 30 (36) 
Communists 8 (15) 


The continuance of support for the Social Democrats, despite the 
deterioration in the country’s economic position during the last 
two years they were in power, must be interpreted as proof that 
the nation as a whole did not hold them responsible for this 
development. After some abortive attempts to form a coalition 
with the Farmers’ Party to secure an overall majority in the 
House, the Social Democrats therefore decided to continue in 
office alone. They were undoubtedly justified in doing so, as it 
seems out of the question that the opposition parties would ever 
combine with the Communists in order to defeat the Government. 

One of the main reasons for the continued strong support 
accorded to the Social Democrats was their determined anti- 
Communist policy and the success which had attended it in the 
last few years. The Communists themselves realized that their 
position was becoming more precarious, for they repeatedly tried 
to reach an agreement for collaboration with the Government 
party. Such offers, however, were regularly and firmly turned 


down by the Social Democrats, allegedly on ideological grounds, 
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since it was essential to ‘define the democratic boundary line’. 
[he Communists thereupon adopted the Social Democratic 
programme as their own, in the hope that this might serve as a 
sop to the electorate and give them an opportunity to criticise 
Government policy more effectively. Nevertheless, as is apparent 
from the figures given above, they were soundly beaten at the polls 
in 1948. Equal ill fortune attended them in the trade unions, 
vhere they have lost, and still continue to lose, a great deal of their 
influence, and were unable to prevent the Executive of the Trade 
Unions Federation from withdrawing from the World Federation 
of Trade Unions in keeping with the step taken by the British, 
\merican, Dutch, Belgian, Norwegian, and Danish organizations. 
Nevertheless, it would not be correct to say that the misfortune 
ich has overtaken Swedish Communists at present is entirely 
due to the Government’s anti-Communist policy, or to assume 
that they no longer form a potential danger to the country. 
\nother prominent factor which affected the fortunes of the 
party was the change in the international situation. This was bound 
to produce strong repercussions in a country whose whole eastern 
coast line faces Communist-controlled countries, and where 
distrust of Russia, based on a century-old fear of their Eastern 
neighbour, is inherent in every citizen. After the war the Swedish 
Government had tried to create and maintain good relations with 
the Soviet Union, by entering, for example, into an important 
trade agreement with the U.S.S.R. which also involved a 1,000 
llion kronor credit, by trying to spread greater knowledge of 
Russian literature and culture, and by the early recognition of 
Poland. But when relations between the great Powers began to 
how signs of strain, and the U.S.S.R. tried to extend her domina- 
ion further and further westward, Sweden’s natural Western 
entation reasserted itself, and the Swedes returned—perhaps 
lmost with a feeling of relief—to their old distrust. As a result 
ertain Swedish supporters of the Communist Party, who were 
repared to vote for it as long as the great Powers were united, 
ibandoned their allegiance. Nevertheless the party still retains a 
solid core of some 30,000 voters in the mining district of the 
th, near the Finnish frontier, and also enjoys a great deal of 
port in Sweden’s principal shipping port, Goteborg. 
has been explained in an earlier issue of this review,’ the 
vages of the war as they affected the international economic 
tuation, and the slow revival of international trade in the post- 
years, had their repercussions even on Sweden, and led to a 
s economic crisis which began in the summer of 1947 and 
which the country has not yet entirely recovered. No longer 


s Economic Crisis’, in The World Today, December 1947. 
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is Sweden the paradise of the foreign shopper: gone are the nylon 
stockings and other luxury goods which were once so easily 
obtainable. The shortage of hard currency makes it imperative for 
import licences to be carefully scrutinized lest they unnecessarily 
deplete the scanty Swedish dollar reserve, and in consequence the 
import of luxury goods has been suspended. Thus coffee and 
petrol continue to be rationed because Sweden cannot afford to 
increase her import of them, although in the case of petrol the 
difficulty is increased by the impossibility of estimating how many 
new motor vehicles might take the road once petrol were free. 
(Sugar, on the other hand, the only other food still on the ration, 
may be derationed by the time this article appears, as the necessary, 
supplies can be obtained without the expenditure of hard cur- 
rencies. ) 

But these are minor hardships, and shortly after last year’s 
elections the new Prime Minister, M. Erlander,’ announced that 
the nation had at last made good the decline in its standard of 
living caused by the war. The Minister of Commerce, Joh: 
Ericsson, last June expressed his satisfaction at the manner in 
which pulp exports had so far been maintained this year, despite 
the loss of sales in the United States. He also pointed out that 
there were definite signs of an easing in the general trade situation, 
and mentioned that for the third quarter of this year a slightly 
higher amount of dollars for imports would therefore be released 
than had previously been calculated, such increase to be expended 
on oils, metals, chemicals, machinery, and spare parts of import- 
ance for production. According to the Minister for Economic 
Co-ordination, Per Edvin Skéld, even the housing position, which 
so far has shown little signs of improvement, is on the road to 
recovery, and some expansion of house building will be possibl 
next year. It can only be hoped that this promise will be imple- 
mented, since the housing shortage in Swedish towns is quite as 
bad, if not worse, than in Great Britain. Last, but by no means 
least, the new Minister of Finance, David Hall, has been moder- 
ately optimistic about the chances of some tax relief in the 1949-5¢ 
Budget. Thus, while the Prime Minister’s assertion of a complet 
return to the pre-war living standard is rather optimistic, it cai 
safely be said that, in spite of the restrictions referred to, Swede 
has more or less returned to normal and that there are few coun- 
tries in Europe more pleasant to live in than this Scandinavian 
kingdom today. 

It must not be thought, however, that the Swedish nation 1s 
entirely free from worry and looks upon the world outside with 

1 Per Albin Hansson, the universally popular Social Democrat Prime Minister 
who had been in office all through the war, died in 1947. 
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the same happy indifference as it did before the last war. While the 
first World War eventually came to be widely regarded as a rather 
terrible but isolated event, the threat of a second World War was 
watched with dread. Its development, and the part which Scandi- 
navia was forced to play in it, has rudely shaken the Swedish 
nation out of its sense of security. Not that this means that Sweden 
is likely to change her attitude to international politics or to 
reconsider her neutral policy towards the rest of the world in the 
immediate future. That policy is too deeply rooted, based as it is 
on a century and a half of uninterrupted peace, so that with very 
few exceptions it has become ingrained in every individual 
Swede. 

In the spring of this year the Scandinavian countries became 
the centre of all eyes. They had to consider, individually and 
collectively, whether to join the soon-to-be-established North 
\tlantic Pact or not. It is not proposed here to tell the story of 

: negotiations which preceded the ultimate decisions taken by 
he three countries. Suffice it to say that Norway and Denmark 
joined the Pact, while Sweden decided to remain outside. Since 
then there has been a great deal of speculation about the ultimate 

itcome of this regrettable split in Scandinavian unity, especially 
its effect on Sweden. Would she rue and reverse her decision? Will 

e at least endeavour to create a defensive collaboration with her 
Norwegian neighbour, a suggestion much favoured by the 
Norwegians? 

In the ponent writer’s view, it would be wrong to assume that 
he Swedish Government is at all likely to reconsider its refusal; 
that it will within the reasonably near future be prepared to join 

North Atlantic Pact merely because its two sister nations 
come members despite its attempts to prevent them doing 
Swedish decision was thoroughly considered; it is no 
phase in Swedish policy, and the Government by this 

n has given expression to the view of the majority of the 

h people. Furthermore, Sweden’s refusal to join the Pact is 

al consequence of the policy the country has been pursuing 
than a century, and this policy, in Swedish opinion, has 

t only proved itself in two wars but appears to justify itself again 

developments in the relations of the great Powers since the 
the war are taken into consideration. As a whole it can be 
it the average Swede has an innate distrust of any great 

He feels that some conflict of their interests was at the 

f all the great wars in history, and certainly caused the 

ld Wars. Thus he is content to leave the decision on the 

s foreign policy to his Government and to abide by it, 

g it as far too complicated and dangerous a subject for 
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him to meddle with. It might be said, however, that the last war 
has slightly shaken this conviction, and that the Swedish John 
Citizen of today takes just a shade more interest in world affairs 
than he did before the war. 

Bearing these facts in mind, it is at least comprehensible that 
the Swedish people should have been prepared, on the one hand, 
to enter an organization which has as its professed aim the 
establishment and preservation of world peace by uniting the 
nations, while on the other hand they were chary of joining a pact 
which constitutes a bloc of only some of these nations. Swedes 
recall, moreover, that this bloc is regarded, at least by a part of the 
world, and certainly by the Soviet Union, as an instrument of 
defence against the dreaded attack of one of these ‘United’ 
nations, and thus as a denial of the very basis of the United Nations 
Charter. The Atlantic Pact, they argue, presupposes another war; 
its very existence is a provocation and may evoke a warlike 
reaction from the Power against which it is obviously directed. 
At the time of her entry into the United Nations Sweden clearly 
stated her intentions: in case of a split between the great Power 
members she would not take sides, would not join a bloc, but 
would revert to her policy of neutrality. The United Nations can 
hardly be described as ‘united’ today; they are still sitting round 
the same table, but fundamental differences of opinion are con- 
stantly shown to exist; there is a clear split between East and West. 
Sweden is consequently keeping her promise and reverting to her 
policy of strict political neutrality. Spiritually there can be no 
doubt that Sweden feels herself to belong to the West, and the 
sympathy of practically every Swede (excepting, of course, the 
Communists) is entirely with the West. One has only to read the 
Swedish press or listen to conversations of Swedes among them- 
selves to be utterly convinced of this fact. 

In the course of many conversations with Swedish people this 
summer the writer was repeatedly told that the main reason for 
Sweden’s refusal to join the North Atlantic Pact was the fear 
lest her taking sides might lead to Russian reprisals on Finland, 
with consequent repercussions on Sweden’s own security. It was 
assumed that Russia ‘held her hand’ vis-a-vis Finland only as 
long as Sweden took no overt action obviously directed against her 
great Eastern neighbour. This consideration must obviously 
greatly influence Sweden’s foreign policy, and any deterioration in 
Finland’s independent status would profoundly affect Swedish 
public opinion and cause great anxiety to the Government. But it 
is unlikely that such an event alone would actually bring about an 
immediate reversal of Sweden’s policy of neutrality and 
consequent Swedish application for membership of the North 
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Atlantic Pact. Her refusal to do so is not based only on the con- 
sideration of how such a step would affect Finland, but is due also 
to the honest conviction that Sweden herself has nothing to gain 
and everything to lose by abandoning her present neutral position 
unless she is attacked. 

The events of the past war have not convinced the Government 
that promises of military aid and protection by the great Powers 
can be substantiated sufficiently quickly when war breaks out to be 
of effective help against a potential aggressor. Allied intervention 

n Norway and the fate of Poland have gone far to strengthen this 
feeling. On the other hand, the Swedes argue, their neutral status 
may delay an aggressor sufficiently long for Sweden to meet and 
oppose an attack until international help arrives; and to such help 
she regards herself entitled under the United Nations Charter, 
whether she has compromised her neutral status by joining the 
North Atlantic Pact or not. In fact, the Swedish Government 
feels that by joining the Pact Sweden would give such an aggressor 
a valid excuse to treat her as a potential enemy. This reasoning 
would not be altered by the loss of Finland’s independence. 
To outsiders it may appear to be based on a fallacy, but Swedish 
politicians are convinced of its logic. 

Meanwhile Swedish foreign policy aims more than ever before 
at neither doing nor saying anything which might be construed 
by the Russians as positive proof of Sweden’s intention to join 
the Western Powers in case of another war. Hence such equivocal 
utterances as that of the Prime Minister on g February 1949: 
‘Sweden will build a defence which will delay an aggressor long 
enough for Swedish territory to become a base for the other side!’ 
he Swedes hope that East and West will interpret this statement 

s an implied threat to any would-be aggressor—perhaps a rather 
langerous subtlety, since it may succeed in misleading both, but 

ne nevertheless in keeping with Sweden’s policy of political 
neutrality and spiritual sympathy with the West. 

‘Sweden will build a defence. . .’ She is certainly doing so. The 
present estimated annual expenditure on armaments amounts to 

million kronor, and the Swedish General Staff, thoroughly 
ware of the enhanced danger that threatens the country, is taking 
every step to strengthen the defences against a potential aggressor, 
while Government speakers warn all comers that Sweden will 
lefend her independence against any attack. It may be argued that 
he did not succeed in doing so in the last war; that during the 
iter part of it her neutrality was of very doubtful nature, and 
especially during the first years operated in effect in favour of the 
Germans. Yet if Sweden’s geographical position is borne in mind 
tuated as she was between German-occupied Norway and 
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Denmark in the west and south and with the Soviet Union on her 
eastern flank—this attitude was perhaps not so very surprising. 
Moreover, a study of the Swedish White Books shows that 
Sweden had little encouragement and no concrete assistance from 
the Allies in actively resisting German pressure in the impossible 
position in which she found herself; yet she nevertheless succeeded 
in passively resisting a far larger number of German demands than 
is known in this country. This she succeeded in doing without 
entering the war, and, incidentally, it may be argued, to the 
advantage of the Allies as well, since she formed a listening post 
for all the belligerents which proved more useful to the Western 
Allies than to Germany. 

The fact that Norway has joined the North Atlantic Pact has, 
from the point of view of Sweden’s military experts, greatly 
increased the danger to Scandinavia; hence the attempts, before 
the Norwegian decision, to persuade Norway and Denmark to 
join a Scandinavian military alliance instead. Such an alliance 
would have broadened the basis of Sweden’s neutrality by exchang- 
ing it for a Scandinavian neutrality, and would thus, in the Swedish 
view, have reduced the danger of a Russian attack on either of the 
two countries. The fact that Norway did not accept this offer but 
decided to throw in her lot with the Western Powers is at the 
moment causing a certain amount of bitterness, especially among 
Right-wing Swedes. 

Sweden’s isolationist policy is not supported by all the Swedish 
people. A very articulate minority—largely among the Liberals 
favours an active pro-Western policy, regardless of its effect on the 
Soviet Union. Among the strongest exponents of this view are 
several of the Liberal newspapers, Dagens Nyheter, for instance, 
and England’s old war-time friend Géteborgs Handelstidningen. \t 
seems clear, however, that these views are in advance of public 
opinion, and that Professor Tingsten, chief Editor of Dagens 
Nyheter, and probably the staunchest supporter of adherence to 
the North Atlantic Pact, is too optimistic when he states that it 
party leaders were to give up their isolationist policy those 
advocating adherence would rapidly change from being a strong 
minority into an overwhelming majority. The very fact that part) 
leaders continue to profess isolationist views seems proof that the 
supporters of a more activist policy have still a very long way to go 
Far more important appears the fact that several of the most 
senior members of the defence forces, among them the Com- 


mander-in-Chief of all the forces, the Commander-in-Chief of 


the Air Force, and the Chief of the Defence Staff, have publicly 
warned the country of the seriousness of her position, the latter 
two demanding a certain amount of co-operation with the Western 








P 
in 
m 


SWEDEN TODAY 445 


Powers. These warnings can hardly be entirely disregarded by the 
nner council of the Government, and M. Erlander’s recent state- 
nent in North Sweden may possibly be regarded as a reply: 
[In the present situation no special problems are raised by Sweden’s 
illiance policy; but if the world situation were to become 
critical our chances of continuing our traditional policy may depend 
e realization everywhere of the sincerity of our wish to keep 
outside foreign conflicts. . . . Unanimity on foreign policy 
all democratic parties has been a great asset to the country, 
would be regrettable if this asset should be wasted by the 
1 debate that has arisen about the possibilities of Scandinavian 
co-operation after Norway’s refusal of the Swedish offer of 
nconditional, immediately binding, defence alliance. It was 
clear that the Swedish Government intended to continue 
\-alliance line if the attempts to set up a common northern 
system should not succeed. There has been no change in 
ude of the Government in this respect. 
condemning Sweden’s reluctance to abandon her neu- 
might be useful to remember the case of Switzerland, 
f the differences of geographical setting. The writer has 
ily been asked in Sweden why people who without demur 
le to Switzerland the right to remain entirely neutral 
i condemn Sweden for adopting the same policy, or rather 
trictly neutral one. In June 1945 the Swiss Bundesrat 
ed its attitude in the foreign political field with the statement 
Without any compromise Switzerland will continue to 
» her neutrality; in no circumstances will she deviate from 
nciple or submit to a demand to concede transit rights to 
f a future world organization.’ Switzerland has conse- 
not joined the United Nations; Sweden has done so and 
es willingly in the work of that body, although she may 
ready to support its humanitarian and cultural activities 
olitical measures. 





lusion, it may be relevant to mention a recent statement 

lange, the Norwegian Minister for Defence. Speaking 

September at a meeting of Oslo University students on 

ce of Scandinavia and Norway’s adherence to the Atlantic 

e said that Sweden’s continued neutrality had perhaps 

1 towards modifying Russia’s reaction and made the 

f the Pact easier—‘so perhaps it was as well that matters 
as they did’. 





A. H. H. 











BRAZIL: AN ECONOMIC SURVEY 


HE development of the vast areas and resources of Brazil 

was stimulated by the demand created by the second World 
War. Today that expansion is being handicapped by the world 
economic situation, and in particular by the dollar shortage, but 
the long-term position is sound, if one takes into consideration the 
potential wealth of the country. There is, indeed, at present a 
tendency towards a degree of inflation, which has come about in 
spite of the Government’s deflationary policy, rigidly maintained 
during the first ten months of 1948, when the Treasury accounts 
at the end of the third quarter showed an excess of revenue over 
expenditure equivalent to £15,600,000. Though production, hom: 
consumption, and exports were well above 1947 level and shor- 
tages in the home market had ceased, while the adverse balance 
of foreign payments was being gradually eliminated, prices con- 
tinued to rise. ‘This was in part owing to the increased cost of 
imports, particularly those from the United States, which repre- 
sent over 50 per cent of Brazil’s total purchases abroad, and to 
stock manipulations on the home market. By October wholesale 
prices were 21 per cent above the 1947 average, though controlled 
retail prices lagged behind, and the cost of living remained 
practically unaltered. 


THE FINANCIAL POSITION 

But at the end of 1948 the situation became less favourabl 
Earlier in the year General Dutra had submitted to Congress a 
project for revising the pay of the armed forces and public em- 
ployees, a numerous class in Brazil. The proposal represented an 
increase in payments to federal personnel of 1,390 million cruzeiros, 
or {18 million, annually. In November the project was approved 
by Congress, with amendments which swelled the total sum t 
1,800 million cruzeiros, and made the increases retroactive, as 
from 1 August. At the same time the emoluments of magistrates 
and the subsidies of Senators and Deputies were raised. ‘These 
somewhat wholesale readjustments were inevitably followed by 
demands for increased pay in the public services of the states and 
municipalities, and in industry and commerce throughout the 
country. The abrupt and widespread expansion of purchasing 
power, without any corresponding increase in the supply of con- 
sumer goods, gave a new upward impulse to prices and cost ol 
living. By February 1949 the former had risen 7, the latter 9 
per cent as compared with the previous October, and in May a 
further increase of 1 per cent was registered in the cost of living, 
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although wholesale prices, reflecting the downward trend in the 
United States, had dropped 5-7 per cent. 

The financial situation was also aggravated at the end of the 
year by lavish grants to states and municipalities. Although the 
l'reasury held sufficient funds to cover the additional expenditure, 

nd was able to close the financial year with a small surplus, the 
sudden call for cash obliged the Bank to resort to its Re-discount 
Department. The volume of paper money was increased in 
November and December by new issues amounting to 1,350 
million cruzeiros ({£17,550,000), corresponding to 6.2 per cent of 
the currency in circulation. By the end of March 470 million 
cruzeiros, or 35 per cent of the new issues, had been called in, 
thus reducing the inflationary effect to some extent and provoking 

per cent drop in prices. At the end of May 21,280 million 
cruzeiros remained in circulation, i.e., 4-3 per cent more than at 
31 December 1947. 

The present year is likely to prove difficult in many respects. The 
1949 Budget, as revised by Congress, estimated revenue at 18,228 
million cruzeiros ({237 million), or 26 per cent more than in 

948, a somewhat optimistic forecast without additional taxation. 
Expenditure was calculated at 19,360 million cruzeiros ({252 
million), an increase of 32 per cent over the preceding year. 
Contrary to custom, the President of the Republic refrained from 


proval—and left that duty to the President of the Senate. 
It is highly improbable that General Dutra will allow a deficit of 
illion on the year’s working. Instructions were issued at the 
inning of 1949 to limit recruiting, suspend non-urgent work, 
expenditure on essential projects within two-thirds of the 
tted credits, and defer all new work until after 30 June. As a 
result of strict economy the first quarter, always a difficult period 
the year, ended with an excess of revenue over expenditure 
tivalent to £5 million. As compared with the corresponding 
| of 1948, revenue had increased by {9,400,000 and expendi- 
y £13 million, approximately 50 per cent of the latter figure 
senting additional payments to civil and military employees. 
Early in June, as the result of sharp criticisms in both Chambers, 
linister of Finance, Snr. Corréa e Castro, resigned, and was 
ed in an acting capacity by the President of the Bank of 
Dr Guilherme da Silveira. The new Minister’s slogan ts: 
llect much and spend little.’ The ambitious schemes for 1949 
in fact, have to be considerably whittled down to avoid a 

t at 31 December. 

he exchange situation is adding to Brazil’s difficulties this year. 


1 


World conditions forced her to sell a great part of her produce to 
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Europe on extended credit terms, while cash had to be paid to the 
United States for the immense quantities of materials required to 
replace equipment which had become worn-out or obsolete 
during the war. The balance of payments, which was in Brazil’s 
favour from 1940 to 1946, swung against her in 1947, leaving a 
deficit of $311 million at the end of the year. Strict control of 
imports turned it again in her favour after June 1948, enabling her 
to satisfy contractual obligations abroad, but not to liquidate 
punctually all commercial debts. After December, however, 
imports increased abruptly, while exports fell off. Not only had 
production slowed down in the United States, reducing the 
demand for raw materials, but prices had dropped, and purchasers 
were holding off in anticipation of a further fall, convinced, in 
spite of official denials, that the cruzeiro was about to be de- 
preciated. Exports to the United States decreased by $15 million 
monthly, seriously aggravating the exchange position, and causing 
an accumulation of over-due commercial accounts, estimated in 
April at $135 million—an amount very much lower than Brazil’s 
frozen commercial assets in soft currencies. The settlement of 
these debts has been delayed by the priority given this year to the 
liquidation of official obligations. The redemption of the American 
‘tranche’ of the Coffee Realization Loan (U.S. ¢10 million), and 
payment of the final instalments, totalling $60 million, of the loan 
obtained from the Federal Reserve Bank in 1947, have depleted 
Brazil’s reserves in 1949. In April the situation was eased somewhat 
by the purchase, against cruzeiros, of $15 million from the Inter- 
national Monetary Fund, and a substantial payment was made in 
the following month to liquidate some of the outstanding debts 
to American exporters. But unless Brazil is able to increase her 
exports to the United States, which seems unlikely in view of the 
conditions there, her imports from that country will have to be 
curtailed. In common with other nations, she is being forced to 
realize that she cannot hope to maintain exports at the 1948 level, 
which was 332 per cent above that of 1939. 

Both the financial and exchange positions are thus likely to 
affect projects for development during 1949. ‘The S.A.L.T.E., 01 
Five-Year Plan’, which was to have been inaugurated this year, 
involving an annual expenditure of £48,600,000, is almost certain 
to be deferred for another twelve months. This ambitious project 
aimed at raising the national standard of health, increasing agri- 
cultural production, improving communications, and developing 

natural resources of energy and fuel. It was designed to co- 


1 See “‘Brazil’s Expanding Economy”’, in The World Today, November 19 
The initials stand for Saude, Alimentacio, Transporte, Energia (Health, | 
Transport, Electricity). 
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ordinate and amplify measures already in force, and guarantee 
idequate funds to carry them out during five years, obviating the 
risk of interruption under a change of administration. 
Even if the S.A.L.T.E. Plan is postponed, much of the pro- 
sed work must proceed, expenditure being confined within the 
narrower limits of existing special funds, and of Budgetary allot- 
ments imposed by the 1946 Constitution. The latter ensures 
\tinuity for the many services created in recent years to combat 
infantile mortality, tuberculosis, and endemic disease, the scourge 
of rural districts, and to extend medical, hospital, and educational 
facilities to all parts of the interior. ‘The improvements to road and 
ilway communications, which have been effecting a revolution in 
zil’s transport system during the past two years, are financed 
special funds, and will not be suspended, although they may 
to be slowed down if exchange continues to restrict imports. 
Finally, the plans for opening up backward regions, rich in un- 
xploited vegetable and mineral resources, derive directly from 
Constitution and may not be interrupted. Until 1966 Federal, 
State, and Municipal Governments must set aside fixed per- 
ntages of their revenues from taxation each year for the econo- 
mic development of those areas. 


vc 


POSSIBILITIES OF DEVELOPMENT 

possibilities of development are almost unlimited in this 
uuntry of violent contrasts, where 45 million inhabitants are 
distributed over 3,300,000 square miles. ‘he temperate 
h, covering less than one-tenth of national territory, contains 
han one-third of the entire population, and produces 56 
\t of the country’s wealth. Prosperous industrial towns and 
ral settlements are connected by road and rail. ‘The 
ts average forty to the square mile, and civilized ameni- 
within reach of all. Contrasting violently with this favoured 
tropical north, embracing one-half of the national 
contains only 3 per cent of the population, and contri- 
than 1 per cent to the nation’s wealth. Roads and rail- 
practically non-existent. Transport depends almost 
ly on the great rivers, some of which are obstructed in 
ces by impassable falls, while others overflow their banks 
ny season, flooding the country and destroying home- 
for miles on either side. Municipalities average, in size, 
quare miles, and in population 17,000. Several of these 
re without a resident doctor, and many have only one 

ner to every seven thousand inhabitants. 
hemes for economic development in the north and 
provide for clearing rivers and regulating the flow of 
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water; for irrigating semi-arid lands and building roads and rail- 
ways; assuring adequate medical, hospital, and educational 


facilities; harnessing falls to supply electricity at low rates; and | 


organizing the industrialization of raw materials within each pro- 
ducing centre, in order to reduce costs, facilitate transport, and 
provide remunerative employment for the inhabitants. Lack of 
opportunities is depleting many districts, converting a laborious 
population into a race of nomads, ignorant and undernourished, 

Until 1914 Brazil was content to remain a purely agricultural 
country, exchanging raw materials for manufactured goods. This 
semi-colonial existence meant comparative wealth for a few, and 
extreme poverty for many. The insignificant purchasing power 
of the masses kept home consumption negligible. ‘The production 
of essential foodstuffs was neglected, interest centering on the 
foreign market and on two or three products of ready acceptance 
abroad. When good crops coincided with a big foreign demand, 
trade boomed; when they did not, business slumped, and planters 
clamoured for government aid. Two world wars proved the possi- 
bilities of industrial expansion, and the second one, in particular, 
gave an immense impulse to development. Brazil ceased to be a 
purely agricultural country, and became a nation of mixed 
economy. 


INDUSTRIAL RESOURCES 

Industrial production increased by over 300 per cent during the 
last war. It is now valued at more than {1,100 million yearly, and 
represents 60 per cent of the nation’s economic power. ‘The output 
of pig iron and steel rose from 160,000 and 114,000 tons respec- 
tively in 1939 to 532,000 and 481,000 tons in 1948. The heavy 
iron and steel industry, inaugurated at Volta Redonda in 1946, 
operated at 70 per cent of capacity last year, paid its first dividend, 
and now plans to double production and extend its range to include 
special steels. Privately owned works in Minas Geraes and San 
Paulo have increased capacity by 100 per cent, and new furnaces 
have been built in Mato Grosso, hitherto known as ‘No Man’ 
Land’, and in Espirito Santo. Abundant water power and coal, 
extensive forests, and plentiful supplies of essential raw materials 
favour rapid development. National reserves of iron ore are 
practically inexhaustible, and new deposits of high grade mangan- 
ese are constantly being discovered. The Itabira mines extracted 
428,000 tons of iron ore in 1948, an increase of 128 per cent in one 
year, and exported 385,000 tons. When the projected improve- 
ments to the mines and railway are completed, probably in 1951, 
export capacity will be raised to 1,500,000 tons annually, and 
production costs will be halved. 
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National coal mines in South Brazil are yielding 2 million tons of 
fuel annually, with reserves calculated at 400 million tons. New 
seams were opened up in San Paulo during the war, and hitherto 
unexploited fields are now being prospected in the north, in 
Piaui and Maranham. Lack of transport, and primitive methods of 
mining and processing, increase costs and detract from the 
quality of the fuel. Investigations were completed last year, under 
the direction of the United States Department of Mines, with a 
view to increasing and improving the yield, and a round-table 
conference of mine owners met in June, under Government 
auspices, to discuss reorganization of the trade. 

The development of Brazil’s oil industry is still held up by the 
fight between the Nationalists and the advocates of free enterprise, 
and Brazil continues to import petroleum products at a cost of 
$100 million annually. The new Statute, which would permit 
limited foreign participation in order to accelerate progress, was 
submitted to Congress in February 1948 but has not yet come up 
for full debate. In the meantime seventy-eight wells, with a 
potential yield of 11,600 barrels daily, and reserves estimated at 
17.8 million barrels, are being exploited by the Federal Govern- 
ment in Bahia. At the end of 1948 the Petroleum Council began 
building a refinery to process national oil. Three skimming plants 

re distilling imported crude oil in San Paulo and Rio Grande do 
Sul, processing 8,000 tons of petroleum yearly, or 3-5 per cent of 
the country’s needs. Prospecting continues in Alagoas, Sergipe, 
and Bahia, and investigations are proceeding in South Brazil, 

Parana, in the north, in Amazonas, Maranham, Piaui, and 
Maraj6 Island, and in the West-Centre, in Goias. Preliminary 
irrangements were made in October 1948 to install refineries in 
Para, Rio de Janeiro, and San Paulo to process 75,000 barrels of 
imported crude oil daily. One of these will be owned and operated 
by the Federal Government; the others will be exploited by private 

mpanies, organized in Brazil. 

he national chemical industry, which received a big impulse 

ring the war, now produces for exportation as well as for home 

sumption, and ranks fourth in the list of Brazil’s industrial 
ctivities. A National Alkali Company was organized last year to 
ipply local manufacturers with sodium carbonate and caustic 
previously imported at an annual cost of {1,200,000. 
Fifty-one factories, representing a capital investment of {5 
llion and employing 10,000 workmen, consumed 21,000 tons of 
rubber in 1948, as against 4,000 in 1939, and manu- 
1 goods to the value of {10 million. Approximately 1 
tyres and 750,000 inner tubes were produced at prices 
testify to the growing efficiency of this infant industry. As 
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the cost of forest rubber precludes competition with the cultivated 
product, the Ford plantations at Belterra, now owned and ad- 
ministered by the Federal Government, are being reorganized 
and amplified. Six thousand workmen are employed there, com- 
fortably housed with their families, and enjoying free medical, 
hospital, and educational facilities. Endemic disease, the plague of 
the forests, has been practically eliminated, and the standard of 
health has been further raised by an abundant supply of food- 
stuffs, grown on the plantations. 

Progress was accelerated in many industries during the wa: 
Electrical apparatus, fixtures, and cables of excellent quality are 
being manufactured in large quantities, and a heavy electrical 
industry is about to be founded with technical and financial 
assistance from the United States. Fifty-one mills are producing 
85 per cent of Brazil’s requirements of paper. Four factories are 
building light aeroplanes, another is making aviation motors, and 
although these have been in financial difficulties lately they are not 
likely to be allowed to close down. Cement works, inaugurated in 
1928, produced 1,300,000 tons in 1948, and new plant is being 
added to meet the growing local demand. Several factories are 
building railway wagons, commercial vehicles, farm tractors, 
and agricultural implements. National yards are turning out 
medium-sized ships, and a scheme, in w hich British interests have 
been invited to participate, is on foot to equip yards to build larger 
vessels. The value of foodstuffs processed annually amounts to 
£80 million. The textile industry employs over 8 million spindles, 
and produces goods valued at {49,600,000 yearly. Native fibres are 
being increasingly exploited, and the local sacking, cordage, and 
rope factories will shortly make Brazil independent of supplies 
from abroad. One hundred factories are processing Caroa fibr 
in the state of Pernambuco, 60 per cent of the output bei 
absorbed by national industries, while the balance is exported t 
neighbouring countries. 

Professor Robert K. Hill, of Columbia University, who knows 
this country well, told the United States press on his return from 
South America last autumn, that Brazil’s industrial evolution 
the most amazing economic and social phenomenon in the con- 
temporary history of Latin America. More recently Mr Joh 
Abbink, head of the United States Technical Mission, estimated 
that Brazil might attain full industrial development in twenty- 
five years by proceeding along certain clearly defined lines. 


THE NEED FOR CAPITAL INVESTMENT 


The report of the Abbink Mission lays particular stress on th 
need to increase agricultural production, intensify exploitation of 
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national resources of electrical energy and fuel, improve com- 
munications, and modernize methods on farms and in factories. It 
points out that immense quantities of new equipment and con- 
siderable financial and technical assistance will be required from 
abroad if progress is to be hastened, and recommends revision of 
ertain laws affecting foreign capital in order to attract foreign 
estors. As the principal object of the Abbink Mission was to 
study conditions and advise American capitalists regarding 
prospects of investments in Brazil, its recommendations have 
considerable weight in both countries. General Dutra’s visit to 
the United States was opportunely timed to coincide with the 
return of the Abbink Mission. It enabled the two Presidents to 
liscuss the report and issue a joint declaration which was re- 
ceived with relief in Brazil. It dispelled the fear that imports 
ld have to be drastically curtailed, retarding progress. The 
ical advisers of the two Governments proceeded immediately 
range the details for carrying out certain recommendations 
ch had been accepted in principle. Among these are an agree- 
ment to avoid double taxation on foreign capital employed in 
Brazil, to ensure reasonable terms in the event of expropriation, 
ind to guarantee the transfer abroad of profits, interests, and 
dividends on foreign capital, irrespective of the exchange situation. 
Reports from the United States indicate that funds will be 
ed to finance imports of machinery and equipment for 
lic utility services, agriculture, and certain specific industries. 
hnical assistance will certainly be forthcoming to aid in the 
earch for minerals, and to rationalize methods in mining and 
lture. American capitalists are eager to invest large sums in 
nganese ore, and petroleum; but Brazilians, while anxious 
foreign capital, are not disposed to give it the same free- 
in the past, a freedom which they liken to that of the fox 
hicken-run. A large proportion of raw materials will have 
n in the country, to be converted into finished and semi- 
goods for home consumption and export. 

ybink report suggested that the Government would be 
ised to confine its economic activities to the development 
nunications and other public utilities, leaving industry to 
enterprise. In this the Mission has the whole-hearted 
of a great many Brazilians. The State’s participation in 
undertakings has led in almost every case to political 
nce, with consequent over-staffing, high costs of produc- 

| repeated calls on the Treasury for assistance. 
\bbink Mission also emphasized the need to increase 
of labour, particularly of specialized workers. ‘The short- 
rdinary labour, which arose during the war, is more 
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apparent than real, since the rate of growth of the population 
exceeds the rate at which men have been absorbed into industry, 
The processes of readjustment operate slowly. They are being 
gradually reinforced by the influx of immigrants from abroad, 
usually in family groups, and by the introduction of modern 
methods in agriculture, mining, and factories, which will triplicate 
productive capacity per head within the next few years. 

The shortage of specialized labour is a more difficult problem to 
solve. The abrupt expansion of industry during the first World 
War called attention to the lack of technical training centres in 
Brazil, but nothing was done to meet the need until the second 
conflagration broke out. The Confederation of Industries then 
created a National Apprenticeship Service, and began opening 
technical schools in all industrial centres, in order to give the 
children of employees free training in every branch of industry. 
Funds are provided to enable those showing special ability to pass 
into the Universities and follow the higher courses in mechanics, 
engineering, and chemistry. 


It will be apparent from the foregoing survey that, in spite of 
immediate difficulties, the possibilities of Brazilian production 
are very great, and that the resources of the country as they are 
developed by modern techniques are likely to play an increasing 
part in the economic life of the world. 


R. G. W. 


ERRATUM 


In the September issue, p. 385, line 18, ‘coup d’état on 2 Novem- 
ber’’ should read “‘. . . on g November’. 
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